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Governor’s Priorities

Governor’s Priorities
• Making NC a Top 10 Educated State by 2025
• Providing Middle Class Tax Relief
• Strengthening Rural Economies
• Building Healthier and Safer Communities
• Protecting and Cultivating Our Natural and Cultural Resources
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Budget Highlights

• Includes $320M in middle class tax relief to all 3.3 million North 
Carolinians who pay state income tax

• Provides an average salary increase of over 8% for teachers and 
instructional support staff (no educator receives less than 5%)

• Increases education spending (K-12, community colleges, and 
university) by $1.1 Billion or 8.1%

• Recommends $130M to improve school safety and youth mental 
health

• Invests $50M to strengthen rural economies
• Includes $60M for NC Job Ready workforce programs
• Recommends over $300M to support the largest state employee 

compensation increase in over a decade



Budget and Economy 101
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*includes $184.1M transfer to the Savings Reserve, $139.5M to Emergency Response and Disaster Relief Fund, 
and another $275M to other reserves.

Sources and Uses of State Revenue
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North Carolina Budget: By Service Area

Figures from May 2018 OSBM estimates and Governor's Recommended Budget. 7
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North Carolina Budget: State-funded Personnel

Education 
• Over 80% of state-funded personnel

• 1.55 million children K-12
• 223,000 students in community colleges

• 225,000 students in the university system

Public Safety

• 55 prisons

• More than 37,000 inmates and 97,000 
people on probation and parole
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Population and Demographics

• Approaching 10.3 million people – 9th most populous state

• Growing by 316 people per day or more than 115,000 per year

• Adding a City of Wilmington annually

• Ranked 4th highest for net population migration in 2017 after 
Florida, Texas, and California

• Approximately a quarter of the population is 18 years of age or 
younger

• Nearly a sixth of North Carolinians are 65 or older
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Population Considerations

State population projected to grow by 1.1 million (11.2%) by 2027
• 26 counties will grow faster than the State (>11.2%)
• 45 counties will grow slower than the State (0-11.2%)
• 29 counties will lose population

Population 65+ will grow three times faster than total population
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Snapshot of North Carolina’s Economy

Total Labor Force: 4.96 million 

• Non-Farm Employment: 4.4 million

• Unemployment Rate: 4.5% 

Total State GDP: $546 billion (2.8% of U.S.; ranked #10)

• Manufacturing 19.2% of state GDP, 10.5% of employment

2017 Annual Wages: $34,750 median (ranked #36 highest) & $46,080 mean

• Lowest to Highest Median County Annual Wage: 
$25,595 (Bertie) to $46,004 (Durham)

Largest Private Employers 
1. Walmart

2. Duke University

3. Food Lion

10. Smithfield Foods, Inc. (Largest Manufacturer)
Sources: October 2017, Bureau of Labor Statistics; 2016 Annual Average, Bureau of Economic Analysis
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Economy: Regional Employment 



Economy: Slower Economic Recovery

Wage Growth Has Lagged Prior Economic Expansions 
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Source: Bureau of Economic Analysis Total Wages and Salaries in NC 

Average Annual Growth in North Carolina Total Wages and Salaries
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Economy: Slower Economic Recovery
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Growth in Revenue



Average Income Tax Cut Since 2012
Average estimated difference in individual income tax liability for NC residents by adjusted gross income, 2018 tax policy vs. 2012 tax policy
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Tax Changes



Increase in Sales Tax Offset a Significant Share of Income 
Tax Cut for Many North Carolina Families
Estimated Average Sales Tax Increase in 2018 from Base Expansions Between 2014 and 2017, by Household Income 

Source : OSBM analysis of Consumer Expenditure Survey data produced by the Bureau of Labor Statistics, supplemented by data from the Energy Information Agency.

Tax Changes
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Tax Changes
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Federal Impacts

*Additional policy choices include analyzing what would happen if Congress extended more than 50 expiring revenue provisions including the 
individual income tax provisions of the 2017 tax act, delays in implementing certain taxes established by the Affordable Care Act were extended or 
made permanent, scheduled limits on discretionary appropriations did not take effect and instead grew each year from their 2018 amount at the 
rate of inflation, and lawmakers provided inflation-adjusted emergency appropriations for nondefense discretionary programs equal to the average 
amount of such funding from 2012 to 2017 (approx. $11B). 
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Trends in State General Fund Appropriations
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Governor Cooper’s FY 2018-19 Recommended Budget

• Long sheet budget summary handout



Revenue Summary and Proposals
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Revenue Summary
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General Fund Revenue Outlook
Current-year overcollections estimated at $356.7M and forecasted upward revisions for next 
year are estimated at $276.5M*

• Better-than-expected growth in wages and business income
• Lingering uncertainty due to taxpayer responses to federal tax changes

The consensus forecast, adjusted for two proposed revenue changes, projects growth of:
• 3.8% for FY 2017-18
• 1.7% for FY 2018-19

Baseline revenue growth projected to exceed 4.5% for FY 2018-19
• Above the long-term average 
• Below levels experienced during prior economic expansions

*May revised consensus forecast



Revenue Summary
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All 3.3 million 
North Carolina taxpayers who owe 

state income taxes under 2018 
policy will receive an

income tax cut in 2019.



Revenue Proposal
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Individual Income Tax 

• Lowers tax rate to 5.25% for incomes up to $200k 
Estimated revenue impact of -$206M in FY 2018-19 and

-$464M in FY 2019-20

• Freezes rate at 5.499% for incomes above $200k 
Estimated revenue impact of $68M in FY 2018-19 and $153M in 

FY 2019-20
• More than 95% of NC taxpayers would fall in the 5.25% tax bracket
• Top marginal tax rate of 5.499% is still the lowest rate among our 

neighbors with an individual income tax rate



Revenue Proposal
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Individual Income Tax 

• Increases Standard Deduction to $20k for married taxpayers, $10k for single 
filers, and $15k for head of household filers
 Increase in standard deduction benefits all filers who do not itemize
Eliminates state tax liability for more than 100,000 NC households
Simplifies the North Carolina tax return for most filers

Estimated revenue impact of -$114M in FY 2018-19 and -$256M in FY 2019-20



Revenue Proposal
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Corporate Income Tax 

• Freezes corporate income tax rate at 3%
Lowest rate of any state with a corporate income tax rate
Corporations are already paying a 57% lower state rate compared to 2013 and have 

received a 40% rate cut due to federal tax reform
Approximately 75% of the benefit of a cut in the corporate tax rate would directly 

benefit out-of-state corporations

Corporate tax rate reduction benefits the federal government at the detriment of 
state government due to corporations’ ability to deduct state and local taxes on their 
federal tax return

• Estimated revenue impact of $42M in FY 2018-19 and $129M in FY 2019-20 



Revenue Proposal
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Film & Entertainment Tax Incentive Rebate

• Refines film incentive program to encourage permanent investment 
in film industry in North Carolina to create longer-term economic 
impact

• Estimated revenue impact of $0 in FY 2018-19 and -$32.5M/ year in 
FY 2019-20  

Earmark 25% of Real Estate Conveyance Tax for Conservation and 
Housing

• Estimated revenue impact of -$19M in FY 2018-19 and -$19M in 
FY 2019-20



Revenue Summary
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Governor’s Plan Cuts Taxes for Middle Income 
Families but Freezes Rate for Top 3% of Earners 
& Corporations to Invest in Teacher Pay



Spending Recommendations
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Education
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Making NC a Top 10 Educated State by 2025



Education
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Education Budget Comparison
FY 2017-18 vs Governor’s Recommended FY 2018-19
(in millions of dollars)

Certified 
2017-18

Adjustments Recommended 
2018-19

% Change

Public Schools 9,046 779 9,825 8.6%
Community Colleges 1,122 101 1,223 9.0%
UNC System 2,894 184 3,078 6.4%

Total $13,062 $1,064 $14,126 8.1%



Teachers and Principals

33

Additional $99M investment ($390M total) for teacher salaries to reach national average within 4 years (FY 
2021-22)
• Average increase of over 8% for teachers and instructional support personnel with no educator receiving less 

than a 5% salary increase in FY 2018-19
• Reduces teachers' out of pocket costs by providing an additional $150 stipend for classroom supplies
• Invests in veteran teachers with at least 25 years of experience (totals over 12,000 or 13% of teachers 

statewide) who are not scheduled to receive a raise in the FY 2018-19 legislative plan
Recommends $13M to provide an over 8% increase in start pay for principals

Returns Teacher Salary to a 30 Year Annual Step Schedule



Safer Schools, Healthier Kids
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$130M comprehensive plan to address school safety and 
youth mental health 
• $65M for building updates, equipment, and communications 

systems to improve security
• $40M to support student mental health by hiring nurses, 

counselors, psychologists, and social workers
• $15M for innovative, evidence-based programs including 

training to help teachers and staff identify and respond to 
student mental health challenges

• $10M for additional School Resource Officers in elementary, 
middle, and high schools



Public Schools
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Expanding Opportunities for our Students
• Invests $25M for new textbooks and digital resources
• Provides $75M to help districts build classrooms to meet the General 

Assembly’s K-3 class size mandate
• Invests $5M to improve student outcomes through professional development 

for teachers and school leadership
• Provides $3M to expand opportunities for academically gifted students from 

under-represented populations, including low-income students, minority 
students, and English Language Learners



Community Colleges
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• $17M to fund Workforce Continuing Education Programs the same as 
Traditional Curriculum Programs to meet local industry needs

• $15M to purchase up-to-date equipment for job training
• $2M to support three new multi-campus sites 
Wake Tech RTP
Forsyth Tech Transportation Campus
Richmond Community College’s Scotland County Campus



University of North Carolina
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• Invests $5 million for UNC to improve graduation rates and reduce 
time-to-degree through innovative solutions including:
Financial support for summer courses 
Digital resources to identify and assist struggling students

• Provides $2.5M to bolster student support services at HBCUs
• Targets $5M to UNC campuses with special missions and small 

enrollments to further support their unique contributions
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Growing our Economy

Strengthening our Rural Communities and 
Developing our Workforce
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Strengthening Rural Economies

Strengthening Rural Communities and Small Businesses

• Invests over $12M in Building Reuse, Rural Infrastructure, and Main Street 
Solutions programs 

• Recommends almost $4M to assist rural areas in transitioning to a knowledge 
and innovation based economy

• Invests $3M to offer early-stage technology development grants for small 
businesses

• $10M to assist with site development costs of Triangle Tyre Co., Ltd facility in 
Edgecombe County
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Strengthening Rural Economies

Connecting NC - $20M to promote broadband internet in areas without service 
or where service is slower than the minimum threshold

Encourage private investment among providers 
Close homework gap for students without access



41

NC Job Ready

• Creates NC GROW (Getting Ready for Opportunities in the Workforce) 
Scholarship in 2018-19
$30M in financial assistance to cover tuition and selected fees in high-demand 

programs (e.g., Health Sciences, Information Technology, Construction, and 
Advanced Manufacturing)
Also for students in short-term training programs that lead to an industry credential

• Creates Finish Line Grants to students on the cusp of graduating with degree 
completion 
$20M to provide financial assistance for unforeseen emergencies that arise through no 

fault of the student 
Provides grants of up to $1,000
Will assist up to 20,000 students

• Recommends $10M to assist employers in addressing unique workforce 
training needs and employee skills gap by funding apprenticeships, paid 
internships, and other industry-specific training programs
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Supporting NC’s Human Capital

$390M for state employees pay and benefits
$246M to provide a cost of living adjustment 

(greater of $1,250 or 2%)
$32M to provide an additional $1000 for Law Enforcement Officers and 

Institution-based Employees
$20M to implement new market-based classification and compensation
$23M for additional 1% bonus pool for community college and university 

faculty
$10M to support NC 457 supplemental retirement contributions for 

certified State Correctional Officers
$46M for retiree cost of living adjustment
$12M to fully fund retirement system requirements



Health and Human Services
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Protecting the Most Vulnerable and 
Helping People Live Healthy, Productive Lives



Health and Human Services
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Fighting the Opioid Epidemic
• Substance use disorders are a leading cause of accidental death in 

North Carolina
• Directs $9M for community mental health funding to expand 

treatment and services for individuals with Opioid Use Disorders
• Adds $11M for TROSA and other treatment programs to assist in 

recovery-to-workforce solutions



Health and Human Services
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Invests $40M in Pre-K and Smart Start
• Adds $15M (10% increase) to Smart Start Program to expand services 

that prepare children for success in elementary school
• $25M in federal block grant funding for Pre-K
• Adds an additional 1,000 Pre-K slots for a total of 2,000 slots
• Assists providers in building capacity to accommodate the increasing 

number of slots in the next biennium
Invests $61M in New Federal Block Grant Funding
• Funds over 9,000 additional slots for children from low-income 

working families to receive subsidized, high quality child care services
• Increases the Child Care Subsidy market rate in selected counties



Health and Human Services
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Expand and Transform Medicaid
• Recommends expanding Medicaid to cover 670,000 additional 

individuals and secure North Carolina's share of federal resources to 
inject over $4 billion in direct spending into the state

• Provides funding to support transition of Medicaid and Health Choice 
programs from fee-for-service to managed care by leveraging $21.4M of 
the Medicaid Contingency Reserve



Justice and Public Safety
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Keeping Communities Safe



Justice and Public Safety
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Recognizing the Importance of Public Safety Officers
• Invests $28M to improve the safety and security of prison facilities by:

 Improving infrastructure
Enhancing training
Upgrading security and emergency response tools

• $31M in additional compensation and retirement packages for law 
enforcement, probation and parole officers, and correction officers



Justice and Public Safety
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Raise The Age Implementation
• $10M to support an increasing caseload, develop specialized training, and enhance 

community programs
$3.4M for recruitment, training, staff, and transportation
$4M support to local Juvenile Crime Prevention Councils and residential and 

community-based programming
$2.5M for additional court system resources to handle the increased juvenile 

caseload
• $7M to supplement the Rockingham County Youth Development Center



Justice and Public Safety
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Preventing Repeat Offenders
• $1.2M to build on existing strategies for successful re-entry
Preparing for and Responding to Disasters
• $1.5M in supplemental funding to maintain national standards for 

deployment readiness in the event of a disaster for statewide Search 
and Rescue teams to assist with training, administrative costs, and 
equipment maintenance

• $250K for the North Carolina 2-1-1 network provides citizens with 
information and assistance resources in the event of disaster or 
emergency

• $140M to support disaster recovery assistance for Hurricane Matthew 



Justice and Public Safety
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Sustaining Legal Services
• Includes $3.2M to ensure the Department of Justice can deliver effective legal 

representation to state agencies, boards and commissions, and adds 3 
appellate lawyers for complex criminal cases

• Adds $2.1M to expand the State Crime Lab capacity for sexual assault 
evidence testing to solve cases and provide information to victims and the 
criminal justice system
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General Government and Natural and Economic Resources

Making North Carolina a welcoming state for its 
people and businesses.
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Conservation and Housing

• Directs Deed Stamp tax revenue to four trusts that preserve land for 
the environment, farming and recreation, and affordable housing 
(estimated at total of nearly $19M):
Clean Water Management Trust Fund (35%)

Parks and Recreation Trust Fund (35%)

Farmland Preservation Trust Fund (15%)

North Carolina Housing Trust Fund (15%)

• Additional $3.9M for permanent, community-based integrated housing 
for individuals with disabilities
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Preserving and Growing our Natural Resources

Protecting Clean Water Drinking Supply
• $8M to support testing and analysis of the state’s water supply for 

perflourinated compounds and other emerging contaminants
• $2.8M is provided for state matching funds to leverage an additional 

$14M in federal funds for drinking water infrastructure projects. 
Protecting Our Environment
• $12M to promote economic and environmental stewardship by funding 

water resources projects including dredging, navigation, flood control, 
beach protection, and stream restoration

• $10M to the Farmland Preservation Trust Fund which will be used to 
protect working family farms and sustain military buffers

Modernize Environmental Permitting Systems
• $4.5M to transform industrial permitting process
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Military and Veterans

Supporting our Military and Veteran Families
• $3.6M to support North Carolina's military and veterans families
Restores funding for scholarships for children of war veterans
Improve grounds and maintenance services at veterans cemeteries 

Recognizing Service
• Honors North Carolina Veterans with two new State Veterans 

Homes in the Triangle and Piedmont Triad regions of the state 
($78M in federal grants)

• Supports the expansion of two State Veterans Cemeteries in 
Black Mountain and Spring Lake ($10M in federal grants)



FY 2018-19
Presentation of Governor Roy Cooper’s 

Recommended Budget
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